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HOUSE BI LL 1136

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives Takko, Springer, Kelley, Blake, Meller, Appleton,
Di ckerson, Strow, Hasegawa, Chase and Hal er

Read first tine 01/11/2007. Referred to Commttee on Fi nance.

AN ACT Relating to excise tax relief for proceeds |ost due to
theft; adding a new section to chapter 82.04 RCW adding a new section
to chapter 82.08 RCW adding a new section to chapter 82.12 RCW
providing an effective date; and decl aring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax
i nposed on the business of making retail or whol esal e sal es the anount
of any proceeds froma retail or whol esal e sal e that have been | ost due
to theft. The deduction is allowed only if the theft was by a person
other than the seller, an imediate fam |y or househol d nenber of the
seller, an enployee of the seller, or a person having a business or
contractual relationship wwith the seller at the time of the theft. The
maxi mum deduction allowable is five thousand dollars per theft.

(2) A deduction is allowed under this section only to the extent
the loss is not covered by insurance or otherw se recovered. Proceeds
subsequent|ly recovered in whole or in part nust be reported as gross
proceeds of sales for the return filed for the period in which the
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recovery is nmade, but only if the seller incurred a tax liability under
this chapter on the return for the period in which the theft occurred
or would have incurred a tax liability under this chapter for the
period in which the theft occurred absent the deduction under this
section.

(3) A seller nust report the theft to the appropriate |aw
enforcenent agency and obtain a copy of such report, which shall be
retai ned as supporting docunentation for the deduction. The departnent
may require additional information or docunentation fromthe seller as
it determ nes necessary in order to verify the seller's right to a
deduction under this section.

(4) The deduction clainmed under this section shall not exceed the
anount of proceeds of retail or wholesale sales that are |lost due to
theft. If a seller cannot determ ne whether a loss due to theft
represents proceeds of retail or wholesale sales, or proceeds from
busi ness activities taxable under this chapter other than as a retail
or whol esale sale, the seller may use the nethod of apportioning the
loss in (a) of this subsection or other nethod of determning the
deduction under this section as approved by the departnent before
taki ng the deducti on.

(a) If the anobunt of |oss due to theft is known, or an estinate has
been approved in advance by the departnent wunder (b) of this
subsection, but the proper anount of the deduction under this section
cannot be determ ned, the seller may apportion the loss to retail or
whol esal e sal es as provided in this subsection (4)(a). The departnent
may adj ust the anount of |oss apportioned under this subsection (4)(a)
based on anended returns filed by the seller or based on the results of
an audit of the seller by the departnent.

(i) The seller may determ ne the anmount of the |oss to apportion to
retail sales by multiplying the loss by a fraction. The nunerator of
the fraction is the taxable anobunt reported under all retailing
busi ness and occupation tax classifications on the seller's excise tax
returns for the cal endar year inmmedi ately precedi ng the cal endar year
in which the theft occurred. The denom nator of the fraction is the
total taxable anmpunt reported under all business and occupation tax
classifications on the seller's excise tax returns for the cal endar
year immediately preceding the calendar year in which the theft
occurred, less any anount for which a credit is allowed under RCW
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82. 04. 440. For purposes of the nunerator and denom nator, if the
seller was not engaged in business in the calendar year inmmediately
preceding the theft, or if the seller is required to file returns nore
frequently than annually, the seller may use the taxable anmbunts on its
returns covering the nost recent twelve-nonth period ending wth the
reporting period imediately preceding the reporting period in which
the theft occurred. |If twelve nonths of return data is not avail abl e,
the seller shall use as many nonths of return data as is avail able.

(i1) The seller may determ ne the anmpbunt of the | oss to apportion
to wholesale sales by multiplying the loss by a fraction. The
nunmerator of the fraction is the taxable anobunt reported under all
whol esal i ng busi ness and occupation tax classifications on the seller's
excise tax returns for the calendar year imrediately preceding the
cal endar year in which the theft occurred. The denom nator of the
fraction is the total taxable anobunt reported under all business and
occupation tax classifications on the seller's excise tax returns for
the cal endar year immedi ately preceding the cal endar year in which the
theft occurred, |ess any anmount for which a credit is allowed under RCW
82. 04. 440. For purposes of the nunerator and denom nator, if the
seller was not engaged in business in the calendar year inmmediately
preceding the theft, or if the seller is required to file returns nore
frequently than annually, the seller may use the taxable anmbunts on its
returns covering the nost recent twelve-nonth period ending wth the
reporting period imediately preceding the reporting period in which
the theft occurred. |If twelve nonths of return data is not avail abl e,
the seller shall use as many nonths of return data as is avail able.

(b) If the exact anobunt of proceeds |ost due to theft cannot be
precisely determned, the seller may estimate the anount of the | oss.
The estinmated anmount used for the purpose of this deduction nust equal
the anount indicated in the report made to | aw enforcenment, and nust be
approved in advance by the departnent. The departnent nay require
additional information or docunentation as it determnes i s necessary.

(5) For the purposes of this section, the follow ng definitions
appl y:

(a) "Proceeds" neans the gross proceeds of sales.

(b) "Taxable anpbunt" neans the gross anount subject to the tax
inposed in this chapter required to be reported on the person's excise
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tax returns, less any allowable deductions other than the deduction
under this section.

NEW SECTION. Sec. 2. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) Aseller is entitled to a deduction fromthe nmeasure of tax for
t he anobunt of any proceeds froma retail sale subject to tax under RCW
82.08. 020 that have been lost due to theft. The deduction is allowed
only if the theft was by a person other than the seller, an imedi ate
famly or household nenber of the seller, an enpl oyee of the seller, or
a person having a business or contractual relationship with the seller
at the tinme of the theft. The maxi mum deduction allowable is five
t housand dol | ars per theft.

(2) A deduction is allowed under this section only to the extent
that the loss is not covered by insurance or otherw se recovered.
Proceeds subsequently recovered in whole or in part and the tax thereon
must be paid and reported on the return filed in the period in which
the recovery i s nade.

(3) A seller nust report the theft to the appropriate |aw
enforcenent agency and obtain a copy of such report, which shall be
retai ned as supporting docunentation for the deduction. The departnent
may require additional information or docunentation fromthe seller as
it determnes is necessary in order to verify the seller's right to a
deduction under this section.

(4)(a) The deduction claimed under this section shall not exceed
the anount of proceeds of retail sales subject to the tax under RCW
82.08.020 that are lost due to theft. If a seller cannot determ ne
whether a loss due to theft represents proceeds of a retail sale
subject to the tax inposed by RCW82.08. 020, or proceeds from busi ness
activities not taxable as a retail sale, the seller may use the nethod
of apportioning the loss in (b) of this subsection or other nethod of
determning the deduction under this section as approved by the
departnment before taking the deduction. The departnment nmay adjust the
anount of |oss apportioned under (b) of this subsection based on
anended returns filed by the seller or based on the results of an audit
of the seller by the departnent.

(b)(i) If the amount of |oss due to theft is known, or an estimte
has been approved in advance by the department under (b)(ii) of this

HB 1136 . 4



©O© 00 N O Ol WDN P

e e ol
A WO N O

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

subsection, but the proper anount of the deduction under this section
cannot be determned, the seller may apportion the loss to retail sales
subject to tax under RCW 82.08.020 as provided in section 1(4)(a)(i) of
this act.

(ii1) If the proceeds |lost due to theft represent retail sales and
the local sales taxes inposed on such sales are sourced to nore than
one local taxing authority, the seller shall estimte the anount of the
| oss. The estimated anount used for the purpose of this deduction nust
equal the anmount indicated in the report made to | aw enforcenent, and

must be approved in advance by the departnent. The departnent may
require additional information or docunentation as it determnes is
necessary.

(5) For the purposes of this section, "proceeds" has the sane
meani ng as "selling price" in RCW82.08.010.

NEW SECTION. Sec. 3. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) Aretailer required by RCW82.12.040 to collect the tax inposed
by this chapter is entitled to a credit for use tax proceeds from a
transaction for which the tax inposed by this chapter was coll ected and
that have been lost due to theft. The credit is allowed only if the
theft was by a person other than the retailer, an imediate famly or
househol d nmenber of the retailer, an enployee of the retailer, or a
person having a business or contractual relationship with the retailer
at the tinme of the theft. The maximumcredit allowable is four hundred
fifty dollars per theft.

(2) Acredit may be clainmed under this section only to the extent
that the loss is not covered by insurance or otherw se recovered.
Proceeds subsequently recovered in whole or in part nust be paid and
reported on the return filed in the period in which the recovery is
made.

(3) A retailer nust report the theft to the appropriate |aw
enforcenent agency and obtain a copy of such report, which shall be
retai ned as supporting docunentation for the credit. The depart nent
may require additional information or docunentation fromthe retailer
as it determnes is necessary in order to verify the retailer's right
to a credit under this section.
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(4) The credit clained under this section shall not exceed the
anount of proceeds that are lost due to theft. If a retailer cannot
determne whether a l|loss due to theft represents proceeds of
transactions for which the tax i nposed by this chapter was coll ected as
requi red by RCW 82.12. 040, or proceeds from ot her business activities,
the seller may use the nethod of apportioning the loss in (a) of this
subsection or other nmethod of determning the credit under this section
as approved by the departnent before claimng the credit. The
departnment may adjust the anount of | oss apportioned under (a) of this
subsecti on based on anended returns filed by the seller or based on the
results of an audit of the seller by the departnent.

(a)(i) If the amount of | oss due to theft is known, or an estimte
has been approved in advance by the departnent wunder (b) of this
subsection, but the proper anount of the credit under this section
cannot be determned, the retailer may apportion the loss to the use
tax collected as provided in this subsection (4)(a).

(ii) The retailer nmay determ ne the anount of the |oss to apportion
to the use tax collected by nultiplying the loss by a fraction. The
numerator of the fraction is the total anmpbunt of state and | ocal use
tax collected by the retailer in the calendar year imediately
preceding the calendar vyear in which the theft occurred. The
denom nator of the fraction is the total tax liability of the retailer
reported on the retailer's excise tax returns for the cal endar year
i mredi ately preceding the calendar year in which the theft occurred.
For purposes of the nunerator and denom nator, if the retailer was not
engaged in business in the calendar year imrediately preceding the
theft, or if the retailer is required to file returns nore frequently
than annually, the retailer may use data reported on its returns
covering the nost recent twelve-nonth period ending with the reporting
period imedi ately preceding the reporting period in which the theft
occurr ed. If twelve nonths of return data is not available, the
retailer shall use as many nonths of return data as is avail able.

(b) If the exact anobunt of proceeds |ost due to theft cannot be
precisely determned, the retailer may estinmate the anount of the |oss.
The estimated anmount used for the purpose of this credit nmust equal the
anount indicated in the report nmade to |aw enforcenent, and nust be
approved in advance by the departnent. The departnent nay require
additional information or docunentation as it determ nes is necessary.
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(5) For the purposes of this section, "proceeds" neans taxes
i nposed under this chapter and collected as required by RCW82.12. 040.

NEW SECTION. Sec. 4. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
July 1, 2007.

~-- END ---
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